
Elements Of 

Cost Of Goods Sold Statement 


Six Elements 

Cost 

Inventories 

Material & Supplies Material & Supplies 

Labor 

Work in process 

FOH 

Finish goods 

VU 



Total factory Cost 230,000 

Add Opening Work In process inventory 30,000 

The goods which are In process in 
last year (Closing WIP) 

In 

Next year treated as Opening WIP 


vu 




Total factory Coat 

230.000 

Add Opening Work in process inventory 

30.000 

Cost of goods to be manufactured 

260.000 

Less Closing Work in process 

50,000 

Cost of goods manufactured 

210,000 
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Cost of goods manufactured 

210.000 

Add Opening finished goods inventory 

100.000 

Cost of goods to be sold 

310.000 

Less Closing finish goods 

(10.000) 

Cost of goods sold 

300,000 

VU 





Sales 

600.000 

Less Cost of goods sold 
Gross profit 

(300,000) 

300,000 

Less Operating expenses 


Selling and marketing 

50.000 

Distribution 

30.000 

Administrative 

20.000 


100.000 

Operating profit 

200.000 

Less Interest expense 

50.000 

Profit before tax 

150,000 

Less Income Tax 

60,000 

Net profit 

90,000 

VU 



Entity Name 

Cost Of Goods Sold statement 
For the year ended 

Direct Material Consumed 

Opening inventory 
+ Net Purchases 
= Material available for use 
- Closing inventory 
* Material used 
Add Direct labor 
Prime cost 





Entity Name 

Cost Of Goods Sold statement 
For the year ended 

Add FOH 
Total factory cost 
Add Opening Work in process 
Cost of good to be manufactured 
Less Closing Work In process 
Cost of good manufactured 
Add Opening finish goods 
Cost of good to be sold 


Entity Name 

Cost Of Goods Sold statement 
For the year ended 

Add Opening Work in process 
Cost of good to bo manufactured 
Less Closing Work in process 
Cost of good manufactured 
Add Oponing finish goods 
Cost of good to be sold 
Less closing finish goods 
Cost of good to sold 
VU 




Direct material Consumed 


90.000 


Add Direct labor 60,000 

Prime Cost 150.000 

FOH Applied i 50% of Direct Labor Cost) 90,000 
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Direct Material Consumed 90,000 

Add Direct labor 60 000 

Prime cost 1 56,000 

Add FOH appliedti>o%ofdirscttefa«Kco »t> 90,000 
Total factory cost 240,000 

Add Opening Work in process 30,000 
Cost of good to be manufactured 270,000 
Less Closing Work in process 50,000 
Cost of good manufactured 220,000 
Add Opening finish goods 100,000 

Cost of good to bo sold 320.000 

Less closing finish goods 10,000 

Cost of good to sold at normal 310,000 
VU 



Applied FOH Cost 

90.000 

Less Actual FOH Cost 

80.000 

Over applied FOH cost 

10,000 

VU 



Prime cost 150,000 

Add FOH applied, ivrvof direct utx* co »ti 90,000 
Total factory cost 240,000 

Add Opening Work in process 30,000 

Cost of good to be manufactured 270,000 
Less Closing Work in process 50,000 

Cost of good manufactured 220,00(1 

Add Opening finish goods 100,000 

Cost of good to be sold 320,000 

Less closing finish goods 10,000 

Cost of good to sold at normal 310,000 
Less over appliod 10.000 

• Cost of good to sold at actual 300,000 

VU 



Adjustment of UnderfOver 
applied FOH cost 


1 Cost of Goods Sold 
2. Net profit 

* 3. Entire Production 

- Work in process inventory 

- Finished goods inventory 
M - Cost of goods sold 


Sales 

600.000 

Less Cost of goods sold 
Gross profit 

(310.000) 

290.000 

Less Operating expenses 


Selling and marketing 

50.000 

Distribution 

30.000 

Administrative 

20.000 


100,000 

Operating profit 

190,000 

Less Interest expense 

50.000 

Profit before tax 

140,000 

Less Income Tax 

60.000 

• Net profit at normal 
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290.000 


Gross profit 

Less Operating expenses 

50.000 

30.000 

20.000 


Operating profit 

100^000 

190.000 

Less Interest expense 

50,000 

Profit before tax 

140,000 

Less Income Tax 

60.000 

Net profit at normal 

80,000 

Add Over applied FOH cost 

10,000 

Net profit at actual 


VU 



Soiling and marketing 

Distribution 

Administrative 



Adjustment of Under/Over 
applied F0H cost 

1 Cost of Goods Sold 
2. Net profit 

• 3. Entire Production 

- Work in process inventory 

- Finished goods inventory 

- Cost of goods sold 


VU 





Adjustment In Entire Productior 


Work in process 

10.000/50x370 = 1350 

Work In process Cost = 50.000 - 1.350 
= 48.650 
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Adjustment In Entire Productior 

Finished Goods 

10.000/ 10x370 =270 

Finished goods Cost =10.000-270 
= 9,730 


VU 




Adjustment In Entire Productior 


Cost of poods sold 

10.000/310x370 = 8,380 

Cost of goods sold = 310.000-8,380 
• 301.620 
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